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S.l~	 Conditions Precedent and Covenants 

1.1.	 The Cri tical Pa th Hethod used to monitor 
project activities is insufficient. A 
formal evaluation program for the project 
needs to be instituted. 

1.2.	 Gather ~aseline data from new project 
participants to measu~e project impact 
and complement area profiles uith detailed 
case studies. 

1.3.	 Reduce tile time required for processL'1g 
the request of funds ~t all levels. 

8.2.	 Institutional Development 

2.1.	 IHCAFI: should study the possibility of 
getting a micro-cocputer to improve its 
data management system uith respect to 
credit flows and types of loans. 
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2~2;	 ~he Central Bank should speed up the 
reimbursement process for participating 
banks and reduce the costs of lending~ 

2.3.	 Clarify the handling of capital reflows. 
If possible, the holding of. these funds 
for relending to project beneficiaries 
should be a responsibility of the 
participating banks. 

2.4.	 Make a decision on the workplan to be 
implemented by the communications advisor, 
name his countel~art and extend hie 
contract for at least one year after this 
counterpart is named. 

2.5.	 Decide who will continue performing the 
functions previously assigned to the 
foreign extension advisor that departed 
at the beginning of CY 84. 

2.6.	 The distribution of the interest rate 
charged the coffee producer by the 
Project should be discussed. 
Participating banks are receiving a 
large subsidy since IHCAFE and 
cooperatives are doing a substantial 
amount of the credit processing for 
them. 

2.7.	 Additional private banks and offices 
should continue to be encouraged to enter 
the Project to further prOVide improved 
credit access to beneficiaries. 

8.3. Extension Activities 

3.1.	 Usu ESF to hire (a) part-time secretaries 
during peak periods and (b) the new 
extension agents that the envisioned 
project expansion may require. 

3.2.	 Although extensionists should continue to 
be trained in coffee culture and extension 
methods, emphasis needs to be given to 
farm and financial management, production 
eco~omics and group techniques. 

Name of 
Officer 
Responsible 
for Action 

J. Jordan; 
AG 

J. Jordan, 
AG 

J. Jordan, 
AG 

J. Jordan, 
AG 

J. Jordan, 
AG 

J. Jordan, 
AG 

J. Jordan, 
AG 

J. Jordan, 
AG 

Date 
Action 
t;o be 

Completed 

Completed, 
5/84 

8/84 

Completed, 
7/84 

Completed, 
2/84 

8/84 

On-going 

Completed, 
6/84 

On-going 



Name of Date 
Officer 
Responsible 
for Action 

Action 
°to be 
Completed 

3~3~ Improve the present extension system by: 
(a) placing borrowers in categories 

according to their need for 
supervision; 

(b) emphasizing group work~ t~e use of 
para-professionals, test plots on 
farmers fields and local 
demonstration plots; 

(c) providing financial management 
training to farmers; and 

(d) providing follow-up training through 
alternative media such as radio, 
~ideo-tapef slides and pamphlets. 

J~ Jordan 
AG and 
F. Astac1o, 
IHCAFE 

8/84 

On-going 

On-going 

On-going 

3.4. Study the feasibility of shifting some of 
IHCAFE's coffee diversification research 
work to the small farm coffee producing 
areas. 

J. Jordan 
AG 

9/84 

8.4. Credit Activities 

4.1. IliCAFE should develop a proposed schedule 
for loan processing which will help spread 
out the bank loan request and processing 
loads. 

J. Jordan 
AG and F. 
Astacio, 
IHCME 

9/84 

4.2. Immediate procedures should be implemented 
within IHCAFE to reduce the excess!ve 
paper WOL~ associated with loan processing. 
IHCAFE 

J. Jordan, 
AG and F. 
Astacio, 

Completed, 
3/84 

4.3. Since a lar~e portion of the agents' time 
is spent on credit and technical 
assistance activities, introduce methods 
to allow them to effectively work with a 
larger number of farmers at lower cost per 
borrower. 

J. Jordan, 
AG 

8/84 

4.4. IHCAFE should study the possible 
re-locating some of the field staff to 
reduce the no~-productive ~ime on the road 
between farm visits. 

J. Jordan, 
AG 

I

Completed, 
4/84 

4.5. A list of potential borrowers should be 
sent or discussed with the banks before 
beginning other loan processing activities 
to avoid spending a lot of time ~ith a 
farmer who is later determined ineligible 
for a loan. 

J. Jordan, 
AG and F. 
Astacio, 
IHCAFE 

Completed, 
6/84 



4.6.	 All extension agents should be encouraged 
to maintain a summary sheet on loan 
balances and other pertinent information 
on their clients so they are more informed 
for their farm visits. 

4.7.	 Extension and credit agents need to be 
made continually aware in training 
sessions and by administrative directives 
that borrower repayment is critical to the 
longer-term success of the project. In 
turn, the agents should be asked to pass 
this message to the borrowers. However, 
at no time should they directly receive 
10<'.n repayments. 

4.8.	 Strengthen the monitoring of delinquency 
and the gathering of arrears data. 

4.9.	 Present repayment schedules should be 
analyzed and made more consistent with 
harvcst times and expected income flows. 

4.10.	 Farmers should be encouraged to prepay 
the!~ interest and principal obligations, 
when possible, to help develop good 
financial discipline. Banks need to 
establish mechanisms to allow such 
prepayment. 

4.11.	 The project should move away from 
extending credit in kind. 

4.12.	 USAID should study the feasibility of 
increasing the size of the credit fund to 
allow for the expected continual expansion 
of the projects. 

4.13.	 Studies should be made of the feasibility 
of linking the USAID supported Rural 
Technologies Project to the IHCAFE Small 
Farmer Coffee Project to research, 
develop, and finance small-scale coffee 
processing equipment to help the 
beneficiaries partially process their 
coffee. 

Name of 
Officer 
Responsible 
for Action 

J. Jordan, 
AG and F. 
Astacio, 
IHCAFE 

J. Jordan, 
AG 

J. Jordan, 
AG 

J. Jordan, 
AG and F. 
Astacio, 

J. Jordan, 
AG and F. 
Astacio, 
IHCAFE 

J. Jordan, 
AG and F. 
Astacio, 
IHCAFE 

J. Jordan, 
AG 

J. Jordan 
AG and~ V. 
DeBeausset, 
OET 

.Date 
Act-ian 
to be 

COQpleted 

Completed~ 
5/84 

Completed, 
4/84 

9/84 

9/84 

IHCAFE 

On-going 

9/84 

7/84 

9/84 



Hame of 
Officer 
Re spondble 
for Action 

4~l4; Because of the financial problems many J. Jordan; 
coffee cooperatives have had; it is not AG 
advisable to adopt an overall policy 
regarding membership; but rather to allow 
and encourage promotion in areas vith 
already strong cooperatives: 

8:5: Technology and Adoption 
" 

5~1~ Extension agents need more support in the J~ Jordan 
analysis of soils and fertilization~ Each AG 
region vill have a different soil map so 
the same fertilization cannot be 
recommended countrywide. 

5~2: Incorporate better soil conservation J ~ Jordan; 
activities into the program. AG and F ~ 

Astacio; 
IHCAFE 

5~3~ S~rengthen poor coordination between J. Jordan 
research and extension to assure the long AG and 
run impact Gf the technical C. Rivas, 
recommendations~ 

Date 
Action 
to be . 

Completed 

Completed; 
3/84 

Completed; 
5/84 

Completed, 
5/84 

On-golng 

IHCAFE 

/
f
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Ins:1ru:ions
 

L~CAFE has i=provecl its effectiveness in coordina:ing th~ technical 
assistnnce anc credi: activities after it somevbat 510\. and disrupted start. A 
major cut in its operating budget due to a drop in the price of coffee 
e>:ports, and a change in higr:~r ac.!:nin1stration, as the project vas being 
initiated, caused considerable delay in ti~ initial implementation stages. 
:he budge: cut result-ec in a significant reduction in field staff just shortly 
after the project be~an. Til(:: cilange ,in higher administration also produced 
considerable uncertainty in the field. In addition, a decision by USAID to 
stop Project disbursements in May 1982 caused participating banks to stop 
processing loans and ~ed to further cila~s ~,the fi.el~. ~y the time 
disbursements were re1nstated some of the field work nad Deen se: back by up 
to four months . 

.I.ne second year of project imple:nentation (1983) "as :nore or. schedule and 
IBCAFE' 5 coordination of the nursery activities, technical assis:ance, anJ 
credit was more satisfactory. No major problems were identified in terms of 
Project coordination during the early 198~ field trips by the evaluation 
tea=. Some delay was e~perienced the end 0: 1983 in getting improved seed for 
so:ne of the nurseries due to poor weather at tile source but this is not 
e~pected to cause any serious problems, although it could make it more' 
difficult to reach the optioistic goals for 198~. 

IHlen :he: evalua::.ion llas conducted, the reit!:Du:-se:nent system through the 
:!in:5:r~ of r~nance: ane the CenL:ral 3ank "as·no: operating as expected. 
S:gni:ican: delays were being ehperienced. ~hese delays led to problems 0: 
adequate loar. funds in the banks ::'0 :inance botb the :'nves:ment and nurse"Y 
loans ::.hat were being processed by IHCAFE field sta:1. rile Central Bank, 
however, is curren~ly sending a reiobursecen: reques: every oon:n or sooner if 
the amount exceeds L.lOO,OOO. Thc preVious probleo nas been ::.hus resolved. 

:i1e foreign techni cal ad\-isor5 in e:·:ter:sion, c.:-eci t: ana m~ss 

cO;::::Junications have been an important input to the Projec: anc nave ilelned 
procote the prog:-a:Il with farmers, field staff, and participating banks. They 
also have actively participated in the training workshops fo= extension and 
credit personnel. 

iJilen the evaluation ..as conducted, initial institutional linKS haC! been 
es::o:,lished between I1iCAFi: and PROHI:CAFE and a pilot area profile study o:as 
e:.::pected to begin soon. ?RO!lECAFE was e:-:pected to tc.~ke the lead on that 
activity anu InCAFL ,"ou1d prOVide some me~bers of the design and 

: 
i~?le:Ilentation teat!:. As 0: 7/84, the Comayagua region has been selected for 
the- initial study ana the research is being ca:-ried out.,. 

7he three: particl?8ting banks in the Project 113Ve been able to hanJle the 
loan reques:s adequately. Funds have been scarce during certai~ periods of 
::.ime becaUSE: 0: tile reimbursement probleit mentioned preViously. Cooperation 
and cD=.=1unication "':)£~L:'''''een IHCAFE field pe!"sonneJ and tIle: b3nk credit officialE' 
s~e=s to :,e vety goof. Of course, there is still rone for i~provement in 
coo~d:nating creJi: processing activities. 
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~ll~ ?roject Ag~e~~en: conte=plate~ an in:reas~ in tb~ ~~=be~ o! s:a~f cf 
:.il~ IS':P.F1: ::::"tcnsior: Se:"\'ice, tjl~ di\'ision 0: r-esponsii:·ili:ie!: DE:lJccn credit 
agents and e):tensio~ age.nts, ane til~ oevelo?oent of ne .... e):ten~icn anl1 :c.:"";:)e:r 
t:-a:'n:'n£ me'LI10dologies to more effectively s~rve a large r:uL:ber 0: s:::all 
ta.-mers. 7he L"-iCA.:!: LAtension Service hac traditionally vo:"ked lOith a larger 
si::e fanler than is eligible for the AIU/Il:iCA?L: ?rojPct, and t~'le ?reco::linan: 
;:l£:110~ \:a~ a one t.o one s~pe.:"\'isor~· vi si:. \:'lile oe:inite: pruf~ess ir. be:int; 
::l3C~ to·.:arc tile oevelop';Der:t ane t:se 0: ne". e,:.:.ension tecimiquf:!: (especially 
Frour train::'n:; anc1 :.nE: use"o': iaruJe.r leade.n and ue.::lonst:-at;',,~"l lots), thl: 
abili ty 0: :ilE:- E"tension Se.rvice to greatl\' ':'nc::ease :.h~ nl,;::::;)e: 0: ' 
bf:nefic.iaries is li:::it.ec b~' ~ cutback it: p~sonnel and a .I€.a\'~~· lJori~loac in 
lean supervisio~ ~y eYotension agents. 

'ine p:-ogresF z;,acE: :,o·.:ard " reorien:a:ioIl 0: the eAten~io:: =e:'110~c:in£:" =us: 
be. seen in ligr.:: of :ne nistory 0: the ?roject. TilE: :i:-s:. yea: c: tli~· ?::.jec-: 
lJas \"irrually consuwet.i by :;'le logistical problems 0: gro\"':ng :;, DOC,, OOC' hc:alt'l:: 
plants in parti:ipa:ing nurseries so that fielc lJork coule s:a:-: in 1982. 
Ex:ensionists spen:. tile ea=ly part of 1982 pro::lo:ing ?rcje~t ?sr:icipa:ion ane 
h:arnint; a'Dou: til€: !orwali ties' of tne credit sys:er.. rile ;.:ori~ ....·a5 seriously 
disruptec by the even:.s as des:rioed in an earlier section. 

Ever: "'''ith t;IE proble~s of the: :ir!';t year, good progress has been oade in 
dev~J.op.ing an extension program lJhicb can l~ork with tile special prOD.lemS of 
s=a_~ fc.nJers. Host significant i~ the oeginr.ing use 0: grouF training an~ 

ce=:cmz:ra:: on plots. ?lan~ also an: b£;ing >:iaue 'te use leacie:- =a:u:lers. :-1 os: 
nc:sble for :.~eir absence are tnE t:se o~ radic or audiovisual ai~s, arEa 
r~c::~es, anc a unifo~ ~ys:e= c: evalca:.ion ana uev~J.opmen: of c.ourse c0nten: 
(':;0:"', for ia::::ler ':rainin£ and :'n-servi~E. traininb)' For the evaluators. tile: 
cO:l::'nuec assistance 0: Dotil toe: cO:::!:l ...nications: ad\'i50:: and a S:l::.:-t C~ 

!c:;;-t€.:-= ili~!~l\' qt:clifie~ an': e:·:?erien:ec aU\'i~c:- in exte::sio:: t:E::.Iojolo£:-' i~ 

;:~~le ~: ~as no: Dos~~bl~ ~c· ~n~ervie~: ~ £=at~s:jc&~l~· ~Ep~esen:a:iv~ 

sa~~le. o~ e~:ensio~ agen:s, it is 2ppa:ent tha: the:e i~ a l~rgE deEree of 
v~~i~:io~ ~~ ca?abili:y o! :besE: cgents a~c~~ ::egio~s and a~on~ =o~es ~~:ni~ 

:-c~i:'~=:. :l1e su::.::::ess of t:~.:i:: ?:"o.;e::~ \:i:!.~ dc?enc l1ea\9i.ly 0;. G s:.=-o~~ 

ir:f.:::':'.ltio"c.: ::o::cit:::e:-:L tc =:ontinu=.l::'y €vclua:e: tn,s in.1i,·:jau:::!. i:!~e,,: ant: 
i:.·~i ..~ til: perforwance standards up tc. a :nort:: u •• ifo:-::: level. ~::?':'7ls:on c: tOE 
?:-oject r~quires a continuec i~prove:::ent 0: i~-service t~ainin~, bette~ 

@3:e~ial and supervisory support for thE: extension service, anJ an increase in 
t l1e nU=:Cie:: 0: field personnel. 

, ...~ 

-~.,:). Acc0~plisi~ents lOith Respect to Credit ?rograw 

Four banks are participating in the small ia'::1lJer coffee re::cbilitation 
prc,£rao. 711ese are: BJ..liJ...DESA, the 'CIain public agn cuI tural lending 
institutio:1; n.t..:idCi-.FE, a sem:-autonomOU!:l coffe~ bank; Banco de Occ.iJen:e and 
;'an::c. Soge.:'in, priv.:;te banks. A~ of i/8L;, :h'O other banl~s, A:lantica anJ 
E:''';:-::C ..!... S:a) h5ve 'E::.:?ress~c inte~e5r in pa=t::~p.J:inf: in tile p:-c'5ec:. 

:'ilC in'.,;c,lvement of tile credi: and ~:,aer:s:on agc:1t.s 1 .. ;lelp::1 b th~ fa:-;:uers 
o2.:ain cH.:c;it along •.'itl1 their te:hnical assistancE' :las ·::>eer. an i:::?ortant 



cO=:>O:1cn:. o~ tllt r':c~c:::. Host :a:-cers are selecting t.he co:::plete rcno\'a:ion 
mocl~l vil1cb requires considerably more capital invest::lent to i:::plemeni: As 
such, creci: probabJy is highly desirable for .. lie::l since many vould not be' 
able to make SUc.u an investment vit-hout credit. 

Project borrovers ~ith short-term loans for establishment of seedling 
nurseries are repaying \Jell. Interest payments on the longer-term investment 
loans also are coming in on time. It is estimated that loan repa:rments are at 
the 90-95 percent level. Of course, fev of the investment loans have 
principal due at this time so the true test of loan repayment \Jill begin in 
t\olO more years. Ho'Wever, field staff are very optimistic that \Jith the 
expected high levels of production, loan repayments \Jill continue to be high 
as long as coffee prices r"emain at current or higher levels. 

1~.4 Accomplish~ents \Jith Respect to T~hnology 7r3nsfer 

IHCAFE has done a good job in delivering 'technical instructions to 
fa~ers, and fa~ers have been highly receptive t.o participating and folloving 
ins:ructions. The evidence of this is in the physical development of the 
t.echnified parcels, 'Which is excellent. Some farmers are reaping harvests of 
3-5 quintales per hectare after 17 or 18 months from transplanting. For these 
far:::lers, the levels of productivity they will be achieVing viII greatly 
surpass the est~mates used to calculate financial feasibility of Model J 
(complete renovation of old coffee fields). Annual production could be on the 
level of 5, 20, 40, 60 qq/manzana (years 1-4) rather than 0, 0, 15, 40 as 
predicted. Generally, farmers who plant an adequate number of improved plants 
and who provide continual care will be, technically, guaranteed good future 
production. 

Tite problem is not whether fanners are f allOWing instructions, but 
rather: (1) are these instructions being revised, evalua~ed and fit to ~he 

individual needs of the farmer?, and (2) lo':ill the farmer become self-reliant 
iT' managing the technology? 

~x~ension agents need more technical and economic support 0: their 
technical recoC!llencations to as!':ure ~hey do fit the physical and economic 
concii tions of the borrowers. A:; has been fOllnd in farming systems research, in 
o~her countries, it vill.probab:'.y be necessary ~o identify a nucber of 
different technological packages which can more effectively fit the varied 
conditions and circt~stances facud by the farmers. 

14. Hetllodology 

. .'
This was a formative evaluation. Evaluation activities were carried out 

during the period December 16, 1983 and January 26, 1984 by a team compo~ed of 
one agricultural economist, one financial economist and a coffee expert. The 
agri culcura"l elonomist primarily focused on extensi on activi ties and 
te~hnology adoption and diffusion. His in-country work covered the period 
December 16, 1983 to January 13, 1984. The financial economist was largely 
responsible for evaluatinr the status of the Conditions Precedent and 
Covenants, the instituLional develop~ent> credit activities and co:npletin~ the 
final report. His stay -.:as Guring tile period January 3-26, 198':'. :ne coffee 
e:·:pert., fro!:! FROAEC;-FL/Cos~a Rica, visited coffee far:::Js to e\'aluate t.he 
t£'chnical aspects of :;'i-iCAFE' s recowmendations during January 6-9, 1984. 'i'ile 

\ . 
\. 
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:. se?::"o~c. te:i~I:i~a.! :'epor~ ·..:a: sU·~::'~:.':"t::c .t':: ?i~~:1!:.:":''::: :.c· t;S}~:!,) '::o~lCL::-a~ bu: 
tilE:' con::lusi ons have <:l5" b~en inco:-porau:c into tne: te::h;1i::al se:::ions- in 
ti~i~ report. 

Tne conclusion!: and recoI:ll:lendati ons 0: this report are: :'ased Of, the 
revie~ 0: periodic IHCAFE reports, advisor reports, USAID documents and file 
intensive interviews ~ith lHCAFE, bank, and USAID personnel, technical 
aov~sors, farmers, and other interested parties. Field visits were made to 
?araiso, Danli, Comayagua, St8. Barbara, Sta. Rosa de Copan, Trinidad, and 5 
Pedro de Sula. An attempt was made to visit farms representative: of differe 
cases, i.e., good technical success, technical probleI:ls, credit problecs, 
leader farmers, very small farmers, larger farmers, old, younb' etc. The 
results of tile interviews served to point up many possible problen; areas, ani 
to highlight successes. 7he only reel difficulty in the farmer interviews Wi 

to elicit any criticisms of IHCA:E, ~ich could be expected. Host intervlewl 
witb IHeME and banking personnel were' held in private to gather as many , 
honest and frank observations about the program as possible. 

h random sample of loan files for 1982 and 1983 was drawn from the
 
records in the Tegucigalpa office to provide information on borrower
 
characteristics that was not readily available from the reports.
 

Lven though considerable effo:::-t was expended to gather the most 
reliable and accurate iniormation possible, the short period of time and 
limited resources available for the evaluation may lead to some erro~eous 
findings, omissions, or incompleteness in some subject matter areas. Not a12 
0: the regions were visited which could result in some bias in tile findings. 
Finc.lly, loan records 'Were not available for region 3 (Yoro) for 1983 so the 
sa!:lple on far.ner chara::teris:.ics does n'ot include that region. l~o::- does tile 
19S3 sauple com~ from all loans madE in that yea:- since sone or the more 
recent records had not yet arrived in the central office. HOlJeve::-, til: 
evaluators believed that these intervie'Wing and data gaps did not seriously 
bias their main conclusions. 

15. Ext.ernal Factors 

As mentioned previously. toe major external ia::tor affecting the 
Project was the drop in Honduras' export quota along ~itb a drop in'clle price 
of coffee about the time the project was being initiated. Some ad~inistrativ 

cnanges also occurred· during this same period of tiDe. Both facto:::-s seriousl 
delayed Project i~plementatioD in 1981-82 but IHCAF~ has survived tne 
adve::-sity and ""i1en the evaluation was conducted tbe project 'lo:a5 almost on 
schedule. During this initial volatile period there was talk that IHCAFE 
should be dissolved. lio'Wever, the AID/IHCAFE Project has given the 
institution ne"" life. No other man-made disasters have directly affected the 
Project or the production of coffee. The other important assumption listed i1 
the Project Paper Logical F:-amework was that coffee would continue to be 

. profitable relative to the p~oduction of other proQucts. This assuI:lption 
still appears valid since the coffee price has risen above the qui te lot,' p:-iCI 
last year. If the price continues at this or a higher level. it appears tile 
famers \Jill obtain good returns. 

7he U1ajor inputs specified in tile Project Fape.· ...'ere a cretlit fund, 
training for extension staff and farmers, purchase of vehicles and equip:nent, 
rorei~n~tecilnical assistance for research, training and credit, an2 
evaluation/audits. 

( I~ 
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oLlie c:"t:ci:. iun~, vehich' pL;:":::I<!ses, and foreign technical ass±'s:.a:-::c 
disbu:"secen~s are ahead of scilelJule (altbough research has not been SUP?u:-<ted 
to any great e~tent). The ~rain!n£ of extension agents is moving ahead 
strongly. Fa~er training is just beginning. Disbursement of funds for 
training has been less than proje::te~ in tile Project Paper. The disburse:::~nt 

of func~ for evaluation and aucits are behind schedule but are now beginning 
to be disbursed. 

The proposed Project outpU:5. the indicators. and current status are 
su~arized in the following table: 

Outputs Indi c~"ors Status 
(I:nd-of-Project) as of June. 1934 

-!HeAFE's ability to help 
scalI fa~ers increased 

-Technology improved 

~1anagement by £a~ers 

strengthened 

-Viable, self-sustaining 
credit sys~ec ~or sDall 
co:ieE: fa:-::Je:"s 

3,000 new coffee 
farmers serviced 

3.000 new farmers
 
receive training
 

6,000 Hz using improved 
varieties 

6,000 Hz fertilized 

6.000!1z treated for 
pests 

6,000 Hz under improved 
culti ....ation 

6,000 Hz of coffee being 
pruned 

6,000 Mz under proper 
shade 

6,000 Hz at optimum 
plant density 

By 1985, reflows begin 
to f~nance credit for 
fa~-:rs beyond original 
parricipantss 

By mid-1984 
about 1.988 new 
farmers had been 
helped. 

Same 1,988 have 
received training 

About 2,135 Hz 
using improved 
varieties 

About 2.135 i-1z 
fertilized 

About 2.135 Hz 
treated for pests 

About· 2,135 Hz 
under improved cul
tivation 

7echnified areas 
~on't need pruning 
until year [" 

..J 

About 2.135 Hz /." 
beginning shad~"' 
prog::am 

." 
• J 

About 2,135 !1z at 
optimum plant Jensity 

Reflows from nursery 
loans now bebi~ning-
other reflO\.'s should 
begin in 1985 

, ~ ..• 

\~I 



,~s can be s=en, p:-og:-ess to-.:a:-ds: reacllln,r t .. : p:-ojectec ou::pu~ ta'rgetF
•::.£ ve.\' satisiac:o:-y. ;·105: 0: tole enc-o.f-prcjec:. 5 .. atu~ :inJicators like}:

\-'il) b~ acco::lplish=c b~: ore the:: end 0: the ?roj~ct. ::If' one exception relates 
t~ t,la~t p:-cninE;. 1: '"las: estimated that 6,OOeJ ::'.::.:':.::a1'.a5 0: cofiel? '"louIe be 
l.JelJ ~a~laget.: using improved pruning techniques. Host of the Project 
-.:art:icipants uave decided to cocpletely renovate their I or 2 manzanas (Hodel
i) financed by the Project (old coffee is completely destroyed and ne~ 
planted). As a consequence, these ne~ plants ~ill not need pruning until 
a:ter the indicated end of the project. Those fe~ farmers that are using 
pa:-t:ial .enovation (Model II) appear to be follo~in£ prunin~ recocmenJations. 
:4his hac affected about 260 manzanas of coffe€- by the end of 1983 . 

• 

In summar)', tile program is progressing,satisfactorily to\Jards reaching
 
the output levels planned by end-of-Project. It does ~ot appear that any
 
cilanges are neE:ded in outputs to be able to accol:lp2.isil tlle Project pu:-pose.
 

l~. Pro;ect l'ur;:Jose, . 

The Small Farmer Cofiee Improvement Project \Jas initiated with the 
signing of the Project Agreement in June 1981. The pu:-pose 0: tile Project. is 
tC' mitigate tile production iopacr of coffee rust, a fungus, 0:1 s::.a11 fan: 
?~oducers in Honduras b:- assisting as many of tbe~ as possible to increase 
tile:'::- yielcis and incomes so they can afford the required rus: com:rol 
~easu.es. 7h~ Honduran Coffee Institute (IHCAFE) is the pri~ary implementing 
ins:itution and is responsible for providing technical and credit assistance. 
1-. credit fund \¥as established through the Central Bank for tbe participating 
Dub~ic and p.ivate banking institutions. It ~as expected ~hat tue Project 
vcu:i..c reacr. 3,000 small coffee producers in five years and \Jould haVE: 
co~s:'cie~ablE: spreaJ effects to others. 

As stated in the outputs section, it is very likely that the Project 
ou:puts and purpose will be accomplislteli by the enJ 0: tll~ l'roject CFY 86). 
7he co-;npletely .enovated coff~e plots are generall;" ir! excellent tecimical 
co~ditio~ an~ are be~i~ning tG produce a: levels considerably above tna: 
ar::icipated at t~e s:a:-t of the ?:-ojec.. C.ed:' .. is reachi~b the ?roje:.t 
?a~:icipa:1::s and tlley a;>pear very receptive to the technical recoi:l::lendations.'.'I\JO factors which L:!igot dir;ectly affect this outcome a.e tilE: \Jorld price 0: 
co~iee and the e£fec::iveness of rust and disease control on the coffee 
ad.i0i.ni~F the technified plots., 'l'ile first factor is e:<:terna:i. and outsid€ the 
con::-ol c: tne ?roje::!. The second factor is int.e:-nal. Ac.1diticnal efron is 
m~ede~ to encourage farmers to control disease on the adjoining coffee so it 
does not jeopardize the ne~, technified coffee. 

10 Goal 

.. ·..LO increase th~ inco:le$ and quality of life of rural farn families 
unile increasing national proliuction." 

20. Eenefic1aries 

The credit i$ rcacl1inf tile target group as spec~!:J.eo 10 tile Prcject 
;'"g:-eE=e:1~. 70'2 aver-age fc;:":ler Tecei"ing technical assis:ance and c.edit £0:
cc.\:::;~let€.; Te.no\,a:ion (;Iode.l :L), is a~out 40 years of age, has a total rarm size 
o~ 15 ~~nzanaF (10.5 nec:a:-es), produces about 6 manzanas of coffee (4 
il~~:'cres) \.'itt: an averag.e yield of 7.9 qq./mz, and is recei"ving about S2.150 



0: inves:.ment c:-t:':i: per :::an=ana (S.3.rJ/:J/na.) ... lIese :S:-=lC:-S ;-ec:e~""ec cO; 

est~:::a:ec $4.)7B in gross inco::le ( ...·ith considerable va:-1abil1t)') i11 19&3: 
according to info==ation obtained fro::: a :-anuo~ sa:::ple of loan do:u::lents. 
About 1.839 loans for a value of $5.3 ~ill10n had been lent for investment 
(renovation) and nursery loans throu~h the end of 1983. 

ApproAimately 6: of the credit goes to farmers partially renovating 
their coffee (Hodel II). These farmers are considerably younger (average age 
is 28.6), have smaller farms (7.5 mana=anas total and 5.1 man=anas in coffee, 
on average). and receive about one-half the gross income ($2.233) of those 
applying complete renovation (Modell). 

21. Lessons Learned 

The major lessons learned in this Proj~ct vou1d'be: (1) the extreme 
impor:.ance of profitable technical reco~endations to accompany credit. and 
(2) the difficulty of cllanneling funds r.hrough the entire financial system. 
ihe first factor may veIl be the most critical in making this Project more 
successful than past supervised agricultural credit programs for small farmers 
in many developing countries. In the longer term. the goal of strengthening 
the overall financial system by channeling funds through it is important. 
Ho~ever. in the shorter term, the difficulties and delays of instituting such 
a systec can have very serious impacts on a program being implemented. 

22. Special Co~ents 

Hone. 


